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BARBADOS: KEY ECONOMIC INDICATORS 


Money values in millions of BD$ except where noted. 
(US$1.00=BD$2.01) 


1981 % Change 
80-81 
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Gross Domestic Product 
Real GDP (1976 Prices) 
Resident Population (0000's) 
GDP Per Capita (1976 BD$) 
GDP Per Capita (current BD$) 
Private Consumption 
Government Consumption 
Gross Capital Formation 

As percent of GDP 


GDP by Sectors (% of Total) 


Wholesale & Retail Trade 
Government Services 
Manufacturing 

Tourism 

Financial & Other Services 
Construction 
Transportation & Communication 
Sugar 

General Services 

Other Agriculture 
Electricity, Gas and Water 
Mining and Quarrying 
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Balance of Payments 


Exports 
Percent to the U.S. 
Sugar Products as Percent of 
Imports 
Services (net) 
Transfers (net) 
Current Account Deficit 
Capital Account 
Reserve Change 


Financial Statistics 


Money Supply (Dec. ) 
Public Debt 
External 
Domestic 
Average Commercial Prime Rate (Dec.) 
Rate of Price Increase 


Government Accounts 

Current Revenue 452.9 
Current Expenditure 426.3 
Capital Expenditure 138.8 
Tourism 

Tourist Arrivals (000's) 


U.S. Visitors (000's) 
Cruise Shiv Visitors (000's) 


Wage Increases (%) 
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CURRENT ECONOMIC SITUATION AND TRENDS 


GENERAL 


The Barbados economy--prior to the recent global recession the star 
performer in the Eastern Caribbean--continues in crisis. Signs of a 
turnaround are still not in evidence. With the exception of some 
easing in inflation, all indicators persist in pointing downward. 
While the recession in North America is the primary causal factor, 
some of the difficulties are of a domestic origin. Nonetheless, the 
country, with a sound economic and social infrastructure together with 
political stability, remains the most developed state in the Eastern 
Caribbean. Buoyed by the Caribbean Basin Initiative and the newly 
announced U.S. sugar quotas, which accord the country greater access 
to the American market, medium-term prospects are reasonably bright. 
As soon as the recession in North America abates, recovery should 
commence. 


INDUSTRY 


Outvut in all sectors of the country's well-diversified economy were 
down in the first half of the year. Apart from electronics, 
manufacturing output was down 6.3 percent over the first 5 months of 
the year. Manufacturing, which contributes roughly 11 percent of the 
country's GDP, is now the country's most important economic sector, 
having surpassed tourism. Over the past several years, 
manufacturing--primarily foreign enclave operations--has been 
characterized by dynamism. Manufacturing output increased about 7.5 
percent a year in 1976-80; the most rapidly growing 
sub-sector--electronics--more than tripled output. Other rapidly 
growing sub-sectors were food processing, chemicals and garments. The 
surge in manufacturing activity can be partially attributed to the 
successful promotional efforts undertaken by the Industrial 
Development Corporation (IDC). While the IDC has been plagued over 
the vast year by internal administrative problems, it is engaging a 
U.S. consulting firm to help draw up a new five year plan. 


TOURISM 


Over the first seven months, tourist arrivals were off 12 percent, in 
July, 21 percent down from the previous July. The country's most 
important tourist markets traditionally have been Canada, U.S., and 
the United Kingdom, and arrivals from all three countries are down 
Sharply. In fact, U.K. arrivals were off a whopping 29 percent in 
July. In Canada, a major tour operator declared bankruptcy, whereas 
in the U.K. Laker airlines, which had specialized in providing low 
cost fares, also went out of business. Although tourism is no longer 
Barbados' most significant economic sector, it is still by far the 
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most important foreign exchange earner. Prior to last year, the 
sector had been doing well. In 1976-80, tourist arrivals rose from 
220,000 a year to 370,000; gross tourism earnings jumped from $83 
million to $238 million; and the sector's contribution to GDP 

doubled. Responsible for the success was A) an aggressive promotion 
campaign, B) a multi-source and multi-accommodation approach, C) well- 
developed infrastructure, and D) stable and peaceful social 
conditions. As for the future, while we expect arrivals to pick up as 
the global recession slackens, the resurgence of the tourist industry 
in Jamaica and other East Caribbean islands will be taking its toll. 


AGRICULTURE 


Sugar output declined this year almost 8 percent, falling from 95,000 
to 88,000 tons. In 1980, output of sugar had exceeded 139,000 tons. 
The sector--once the lynchpin of the economy--now accounts for less 
that four percent of GDP, and the $30 million in foreign exchange 
generated last year--down from $60 million in the year 
before--represented 6 percent of foreign exchange receipts. Primarily 
responsible for this year's decline in output are A) bad weather in 
1981 which delayed the harvest in that year and cut the growing season 
for this year's crop and B) labor difficulties. The country is 
encountering great difficulties in securing labor to work in the 
fields; the Barbados populace sees work in the manufacturing and 
tourist sectors as more attractive. Again this year, workers were 
imported from St. Vincent. As an outgrowth of these labor 
difficulties, many canefields have been burnt. While burning canes 
makes manual harvesting easier, over time the fires have a severe 
cumulative adverse impact on production. The Barbados sugar industry 
has been, to some extent, insulated from low world sugar prices which 
recently hit a four-year low. The country sells roughly 55,000 tons a 
year under the Lome Agreement to the European Community, at prices 
considerably above world prices. As for the future, Barbados will 
benefit from the recent decision that provides the country with a 
21,000 tons annual quota into the U.S. market--the country's second 
most important. 


BALANCE OF PAYMENTS AND FOREIGN TRADE 


The country continues to encounter balance of payments difficulties. 
Of total foreign exchange receipts, tourism contributes more than 50 
percent, manufacturing about 20 percent, and sugar in the neighborhood 
of 5 percent; and all these sectors are performing disappointingly. 
Barbados's foreign exchange reserves, totalling $70 million at the end 
of June, represent less than 2 months of imports. Moreover, a balance 
of payments deficit of $35 million is envisioned over the second half 
of 1982. The country's weak foreign exchange position was primarily 
responsible for last year's draconian monetary restraints, including 
an almost unheard of 14 vercentage point hike in the discount rate 
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from 8 to 22 percent, higher bank reserve requirements, and credit 
controls. In an effort to boost dwindling reserves the government 
took out last year a $30 million loan from the Orion Bank Group and 
the Central Bank borrowed $16 million, both borrowings on 
non-concessional terms. The country in now considering another 
non-concessional loan for the sugar industry, as well as borrowing on 
concessional terms roughly $13 million from the IMF under the 
Comvensatory Financing Facility and an additional amount under a 
Standby Agreement. 


MONEY, BANKING, AND FINANCE 


The contractive monetary policy of the Central Bank has contributed to 
a serious slowdown in economic activity.. After last year's decline 
in economic output of 2.6 percent, a further fall of 2 percent is 
anticipated this year. The money supply grew 5.6 percent in 1981 
compared with 11.5 percent in 1980. Government finances remain under 
great strain; a fiscal deficit of $64 million--6 percent of GDP--is 
anticipated for this year. Although this year's deficit is $28 
million less that last year's which amounted to 10 percent of GDP, 
reductions were achieved through tax increases and cuts in spending on 
economic infrastructure rather than curbs on current expenditures. 


EMPLOYMENT, WAGES, AND INFLATION 


The recession has had an especially adverse impact on employment 
opportunities. The unemployment rate had shot up 5 percentage points 


to 15 percent. Delicate negotiations are now underway over civil 
servants' salaries. The government has made an offer calling for wage 
increases ranging between 3 percent at the upper end of the pay 
spectrum to 21 percent at the bottom. While the proposed increases 
are modest, especially in the light of past price increases, any 
increases will exacerbate the fiscal deficit. 


The only good news is that inflation is no longer accelerating. Lower 
inflation in the U.S.--a major source of imports--and a reduction in 
domestic demand is contributinf to an easing of price increases in 
food and beverages, clothing and household operations and furnishing 
categories. 


IMPLICATIONS FOR THE UNITED STATES 


Despite its economic problems, Barbados continues to be the most 
important market for U.S. products in the Eastern Caribbean. Balance 
of payments problems will bring pressure on the government to increase 
restrictions on imports, but as a small island economy, Barbados 
remains fundamentally dependent on imports. Also, the relatively high 
per capita income of its inhabitants makes it an excellent, though 
small, market for U.S. consumer goods. Another area with excellent 
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potential is the hotel/restaurant sector. As Barbados faces stiffer 
competition from other tourist destinations in a tighter market, a 
strong need to modernize and upgrade its facilities, even its many new 
facilities, will arise. This represents an opportunity for American 
companies. Data processing equipment usage is also expanding. 
Barbados with many regional company headquarters and modern commercial 
sector is becoming increasingly sophisticated in this area. 


Over the last several years there has been extensive American 
investment in Barbados, especially in enclave industries. There 
remains considerable opportunity for this type of investment, 
especially in the garment and electronics areas. Barbados has a fully 
developed economic infrastructure, one of the best in the Caribbean. 
However, some caution is warranted, due to the recent increases in 
wages in the industrial sector, and some deterioration in bureaucratic 
cooverativeness with foreign investors. 
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The OBR World Trade Outlook Series gives you a 
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Foreign Economic Trends and their 
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focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
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overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
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overseas 
@ describes the principal influence of current condi- 
tions and future trends on the economy 
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